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WAGE POLICY AND THE SUPPLY OF LABOR 
FOR WAR INDUSTRIES 


ALMON E. ROTH 
President, San Francisco Employers’ Council 
Employer Member, National War Labor Board 


ber 2, 1942, no employer in this country can raise 

wages above the level prevailing on September 15, 
1942 without the approval of the War Labor Board. Up to 
the time of the passage of that act, the W.L.B. dealt merely 
with disputes between employers and unions. Since the pas- 
sage of that act, the Board has the responsibility of deciding 
whether any particular wage increase in this country, affecting 
in the total some 58,000,000 people, may be granted by em- 
ployers. 

In discussions concerning the probable case load which the 
administration of this act would develop, one labor member 
of the W.L.B. suggested that we could count on traditional 
employer resistance to wage demands to keep the case load 
down to a minimum. This viewpoint did not make allowance 
for two new factors which have recently operated to turn our 
normal employment relations topsy-turvy. Instead of tradi- 
tional employer resistance to wage demands, we now find em- 
ployer insistence on wage increases. The W.L.B. since the 
passage of the above act has received 27,693 applications for 
approval of wage increases. The vast majority of these, or 
approximately 72 per cent, are from employers. In an addi- 
tional 27 per cent of cases both employers and employees have 
joined. 

The two new factors which have wrought this change in the 
attitude of employers toward wage increases are (1) manpower 
shortages and (2) the shifting of labor costs from employers 
to taxpayers via the route of government contracts. It is 
only human for employers who find themselves confronted 
with labor shortages to employ wage increases as a means of 
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solving this problem, so long as the cost thereof can be passed 
on to the government. 

But even in civilian industries where the increased cost of 
production cannot be passed on to the government, employers 
are resorting to wage increases as the only available means of 
holding or securing necessary workers. Faced with the alter- 
native of closing down their plants for a lack of workers or 
raising wages and taking a chance on the future, employers 
are choosing the latter alternative as the lesser of two evils. 

Unless some employers can obtain price relief, they will 
eventually be forced to go out of business because of the wage 
increases which they propose. Others who have reserves to 
draw upon will gamble on the future and take their chances 
on the post-war reduction of the abnormal wage levels which 
their own voluntary increases would create if approved. Asa 
matter of fact, this produces a paradoxical situation — thou- 
sands of employers who fear inflation and who are opposed to 
it individually ask for wage increases the accumulative effect 
of which would most certainly be to create inflation in this 
country. As I said before, every employer thinks of this prob- 
lem from the standpoint of preserving his own business and 
does not think through to see where this program would lead 
us, if the War Labor Board should approve all these increases. 

As the problem of labor shortages becomes more acute, the 
pressure upon the War Labor Board for approval of wage 
increases, as a means of influencing the flow of manpower, will 
grow. In many communities, local representatives of the Man- 
power Commission have promoted this movement by advising 
employers to petition the War Labor Board for authority to 
increase wages as a means of securing essential labor. Per- 
sonally, that seems to me to be a lazy man’s way of doing a 
job, if I may be permitted to criticize another agency of the 
government. 

Because the War Labor Board thus far has been reluctant 
to approve wage increases on the sole ground that they are 
needed to attract or hold labor, very few applications for wage 
approvals are openly based on this ground. In most instances, 
such increases are sought on the ground that they are required 
to correct inequalities arising out of the fact that the petitioner’s 
wage rates are below the prevailing rates now being paid for 
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comparable work in the community or labor market area. Gen- 
erally speaking, it is quite apparent however that the moti- 
vating cause for asking approval of wage increases is not a 
new-born generosity on the part of the employer but his need 
for manpower. | 

It would, however, be most unfair to deny wage increases 
to employees who may be suffering from real inequities merely 
because the employer’s underlying motive is to procure labor 
by means of wage increases. 

To put the matter another way, if the Board finds that wages 
should be increased to correct a gross inequity, it will not 
withhold approval merely because the employer’s motive is to 
solve his manpower problem. It follows that many increases 
actually do operate to influence the flow of manpower even 
though they are not approved on this ground. I mention this 
because you will undoubtedly hear of cases where it would 
appear that the increases were approved for the purpose of 
influencing manpower when, as a matter of fact, they were actu- 
ally based on inequities. 

The real problem in relating wage stabilization to man- 
power is found in cases where the sole reason for raising wages 
is to influence the flow of manpower. Let me give you a typi- 
cal case. Down in Atlanta we are about to build a great air- 
craft plant in an area where we have had a low wage level 
historically. It is absolutely essential to get that labor to build 
the airplanes, and the first thing that will happen will be for 
the employer to ask the Board to approve a rate which will 
draw to his plant men now engaged in other industries at lower 
rates. There probably never has been a plant in that com- 
munity of the character of an airplane plant. There may be 
no classifications in that community covering that particular 
job, and yet the inevitable effect of setting up that plant and 
bringing in a rate that might be paid in Los Angeles in the 
aircraft industry or in Detroit will be to draw the labor away 
not only from civilian enterprises but also from other essential 
enterprises like farming and transportation in that community. 

It is this type of case to which I desire to direct your special 
attention. Let us examine the problem from two aspects: first, 
the power of the War Labor Board to grant wage increases to 
influence the flow of manpower, and secondly, the advisability 
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of granting wage increases for this purpose in cases where the 
Board does have such power. 
The Wage Stabilization Act of October 2, 1942, provides 


that: 


Stabilization shall, so far as practicable, be on the basis of the levels 
which existed on September 15, 1942. The President may... provide for 
making adjustments with respect to wages and salaries, to the extent 
that he finds it necessary to aid in the effective prosecution of the war 
or to correct gross inequities. 


Subsequently, the President issued his Executive Order of 
October 3, 1942, which provides that the National War Labor 
Board shall not approve any increase in the wage rates pre- 
vailing on September 15, 1942 unless such increase is necessary 
to correct maladjustments or inequalities, to eliminate sub- 
standards of living, to correct gross inequities, or to aid in the 
effective prosecution of the war. 

The authority of the War Labor Board to grant wage in- 
creases for the sole purpose of influencing the flow of man- 
power rests upon the following phrase, necessary to aid in the 
effective prosecution of the war. 

So far, the Board has been very reluctant, as already indi- 
cated, to grant wage increases solely on this ground. In the 
statement of policy which it issued on November 6, 1942, the 
Board had this to say concerning the interpretation of this 
clause: 


Under Executive Order 9250, the National War Labor Board may 
approve any increase of the wage rates prevailing on September 15, 1942 
if such an increase is necessary “to aid in the effective prosecution of 
the war”. Every adjustment in September 15, 1942 wage levels that 
the Board may make will be, in its judgment, for a more effective prose- 
cution of the war. 

The National War Labor Board will not approve wage increases for 
the purpose of influencing or directing the flow of manpower. 

When in a particular case management and labor, in cooperation with 
the War Manpower Commission and other government agencies, have 
taken concerted action to solve a manpower need, the Board will consider 
a request in that case to correct whatever inequalities or gross inequities 
may then need correction. 


I may say that personally I do not think I would have gone 
along with that last qualification, but that is the policy of the 
Board today. 
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The leading case in which this policy has been applied is the 
non-ferrous metals case in which an increase of $1 a day was 
granted to mine workers in the Rocky Mountain area for the 
specific purpose of aiding in the solution of the manpower 
shortage in the copper industry. In its opinion in that case, 
the majority of the Board laid great stress upon the fact that 
this wage increase was part of a concerted plan by a number 
of agencies of the government to cure the very critical war 
production problem involved in the shortage of copper. The 
majority took this action however with considerable reserva- 
tion, as indicated by the following language in its decision: 


We have felt that this experiment must be tried. We have also felt 
that in the concerted plan referred to, the experiment has been surrounded 
by all possible safeguards....It has approved the recommendations in 
this case because it believes that to do so is necessary to the effective 
prosecution of the war. 


We have since had an opportunity to observe and appraise 
the results of this concerted plan by various government agen- 
cies under which the following steps were taken: 


1. Approval of an increase of $1 a day to miners by the 
War Labor Board. 

2. Deferment of production and maintenance workers. This 
deferment was not in the form of absolute deferment but merely 
a recommendation to the local boards to defer copper miners. 

3. Closing of gold mines. On October 8, an order was 
issued closing all gold mine operations with the hope that men 
employed in these mines would voluntarily transfer to the 
copper mines. Some 3,000 workers were displaced by this 
order, of which 1,100 transferred to the non-ferrous mines. 
It should be noted that this order carried no sanction which 
required the men to transfer to copper mining. 

4. Furloughing of soldiers with mining experience. Forty- 
three hundred soldiers were furloughed and referred to jobs in 
non-ferrous mines. 

5. Improved housing. Some 2,600 housing units were pro- 
grammed and 700 trailers were allocated to the Arizona dis- 
trict. 

6. Special transportation. Special arrangements were made 
to secure gasoline and tires for workers in the copper mines. 
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Transportation for some 4,800 workers to the non-ferrous mines 


was paid by the government. 

7. It was announced at the time the program was put into 
effect that the miners would be frozen to their jobs. It is 
doubtful whether any real freezing occurred owing to the 
absence of effective sanctions. Frankly, the freeze turned out 


to be a frost. 


This concerted program has unquestionably afforded some 
manpower relief to the copper industry. The wage increase of 
$1 a day undoubtedly contributed to the results but it is diffi- 
cult to evaluate the part which each of the various factors 
played in the whole program. 

The Industry Members dissented from the decision in the 
copper case on the ground that they did not believe that it is 
feasible for the War Labor Board to attempt piecemeal solu- 
tions of the over-all manpower shortage problem. I quote as 
follows from the Industry Members’ dissent: 


General MacSherry of the Manpower Commission stated at the panel 
hearings that the Pacific Northwest area, in which these mines and 
smelters are located, faces an immediate overall shortage of 100,000 men; 
that each of the critical industries in this area, comprising lumber, air- 
craft, shipbuilding, aluminum, mining, and smelting, is suffering from a 
labor shortage; that further curtailment of civilian industries will not 
solve the problem; that new supplies of labor are not coming into the 
area in sufficient quantity to provide substantial relief. The evidence 
before the panel further shows that there is a critical shortage of housing 
to take care of even the present labor supply. Under these circumstances, 
it would appear that a raise of wages in the mining and smelting 
industry or in any other of the industries in this area which compete 
for labor is not the answer to the manpower shortage. A raise of wages 
certainly will not create any new supply of manpower. It may affect 
the flow and counterflow of labor from one industry to another. If so, 
it merely adds confusion to confusion and decreases the efficiency and 
output of the available labor supply. If a wage increase in the mines 
should operate to hold the men in the mines or to cause them to return 
to the mines from other industries where they are now working, such 
wage increase would merely serve to aggravate the situation in these 
other industries. 


Since the copper decision, the Board has approved an in- 
crease of 92 cents an hour to beginners in the lumber industry. 
Notwithstanding the above actions, both these industries are 
still facing labor shortages. It is now suggested that further 
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wage increases should be granted in order to draw men into 
the woods and mines. Inasmuch as there still is an over-all 
labor shortage in the Pacific Northwest area, it is very doubt- 
ful whether additional wage increases would offer a solution 
to the problem. 

The War Labor Board is now considering another case 
which illustrates the impracticability of using wage increases 
as a solution of the manpower problem. An isolated essential 
war plant in the Tacoma area is in need of some 3,000 skilled 
mechanics. Only 400 men are available in the immediate area 
to fill these jobs. The prevailing rate for these skilled workers 
in the area is $1.55 an hour. The rate in the Seattle area is 
$1.75. It is now suggested that a rate of $1.75 be authorized 
in the Tacoma area. It is difficult, however, to see how such 
an increase would solve the problem. Men who are receiving 
$1.75 in the shipyards and aircraft plants at Seattle where they 
have transportation and housing facilities are not likely to go 
to new jobs at the same rate in a remote area with less ade- 
quate housing facilities. It was suggested that men might be 
recruited from the New York area where they receive $2.00 
per hour. In any event, it is apparent that transferring to 
Spokane men who are now required in Seattle will merely 
aggravate the labor shortages in the Seattle area and leave the 
over-al] problem unsolved. 

In order to determine both the practicability and the neces- 
sity of wage increases as the solution of a specific manpower 
problem, the following tests should be applied to each situ- 
ation: 

1. [s there an available labor supply which would be at- 
tracted to the plant 1f wages were increased? Unless this is 
true, an increase of wages obviously would be a futile act. 
This was one of the big question marks in the copper case. 
Experience has shown that there were few workers in this area 
who were interested in leaving their higher paying jobs to 
work in the copper mines notwithstanding the $1 wage increase 
in these mines. In the Tacoma case above referred to, it is 
apparent that there are few available workers in the immediate 
area who can be drawn to the plant by any reasonable wage 
increases. 
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2. Are housing facilities and transportation available? If 
not, the men are not likely to move to the distressed plant where 
higher rates are offered, and, if they do, experience shows that 
they will not stay long. Again the result would be loss of time 
and effort. 

3. Would the shifting of labor to the distressed plant merely 
result in crippling another war plant? If so, we have not 
helped the over-all war effort but have merely interfered with 
it by dislocations which result in loss of time and effort due to 
turnover and change of residence. In the Tacoma case, it 
seems apparent that if wages were raised high enough to in- 
duce laborers to come to this war plant, it would be done 
largely at the expense of the shipyards and airplane plants 
which are in very great need of the same men. 

4. Is the present supply of labor now on the job being fully 
utilized? This last inquiry involves an examination of hours 
of work, absenteeism, restrictions on output and the possibility 
of increasing production by wage incentives. Full utilization 
of labor would appear to be the most obvious and the first step 
which should be taken in any manpower program and yet, 
with the exception of the recent program for increasing hours, 
little has so far been done along this line. It seems incredible, 
at a time when we are suffering from acute shortages of labor, 
that the output of workers now on the job is still being cur- 
tailed by arbitrary rules which limit the amount of work which 
amanmay do. Yet in many industries, such restrictive rules 
and practices still prevail. For example, we could eliminate 
tremendous wastages of manpower in this country if we sus- 
pended the restrictions which specify the exact work which a 
craftsman may perform. In some of our largest shipyards 
where unton rules prohibit a welder from doing his own burn- 
ing, the burners are occupied only approximately 15 per cent 
of their working time. If this rule were suspended, and weld- 
ers were allowed to do their own burning, we would save 85 
per cent of the productive time of burners which is now lost. 
In one yard where this rule has been suspended, the above 
savings have actually been accomplished. 


Whatever the solution to our vexing problem of manpower 
shortages may be, I am certain that it does not lie in competi- 
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tive bidding for labor by means of wage increases, for the 
obvious reason, as already indicated, that such bidding creates 
no additional manpower. On the contrary, the whipsaw proc- 
ess of bidding for labor has exactly the opposite effect. It 
actually results in a wastage of manpower by increasing losses 
due to turnover and absenteeism. It has been demonstrated 
that the higher the wages, the greater the turnover and rate 
of absenteeism. Shipbuilding and aircraft which are among 
the highest paid industries have experienced very high rates 
of turnover and absenteeism. Men who are moving about 
from one job to another in quest of higher wages or adventure 
are not working. Men who are earning two or three times 
their normal income are naturally prone to take time off for 
recreation and other purposes. Furthermore, the fact that a 
worker can readily get another job at a higher wage is not 
conducive to good discipline or high production, for a man 
who can get another job at a higher wage naturally is not 
worried too much about keeping the one he has. The demoral- 
izing effect of competitive bidding or of the use of wages to 
influence the flow of manpower is obvious. 

In the airframe case, it was urged that wages be raised to 
the levels of the pay in the shipyards in order to hold and 
procure necessary labor supply. 

The Board is now being urged to equalize wages in the 
lumber and copper industries with wages in shipyards and air- 
craft plants. 

If the Board were to yield to manpower pressures and depart 
from its present firm policy, against granting wages to influ- 
ence the flow of manpower, it would start a chain of adjust- 
ments which would inevitably result in inflation without solving 
our over-all manpower problem. The theory of equalization 
of rates would lead us to the inescapable conclusion that all 
wages paid in defense industries which face a shortage of labor 
must be raised to the highest wage paid in the area. No surer 
way of hastening disastrous inflation could be devised. 

It is also proposed that we adopt this plan on a grand scale 
by raising the wages of farm labor as a means of promoting 
the return of workers who have left the farms to go into in- 
dustry at higher rates. Even if we assume that farming can 
afford to pay rates which will be high enough to draw the 
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men back to the farms, the obvious result will be merely to 
create additional shortages in the industries. 

Even if all of the tests which I have suggested have been 
complied with in given situations, it would seem that wage 
increases are not the solution to the over-all problem of man- 
power shortages. 

We cannot solve our national manpower problem by “ rob- 
bing Peter to pay Paul,’ by means of competitive wage 
increases which merely shuffle and reshuffle an inadequate 
over-all labor supply. 


REMARKS BY THE CHAIRMAN 


CHAIRMAN RaNnsoM: We are very much indebted to you, Mr. 
Roth, for this vivid and very concrete discussion of our practical 
problems today. 

We had confidently expected that the Honorable Arthur Mac- 
Namara, the distinguished Director of the National Selective Service 
for Canada, would speak to us on the experience of Canada in ad- 
ministering its manpower. Unfortunately, in the last day or two, 
conditions have developed in the Montreal region, with respect to 
matters in Mr. MacNamara’s scope of duties, which make it impos- 
sible for him to leave Canada and come to New York. That, of 
course, is one of the hazards which we take when we invite and obtain 
the acceptance of so distinguished and important an officer of a gov- 
ernment outside the United States. 

Mr. MacNamara, however, had prepared his paper before this 
Montreal crisis developed. It is here, and it will be read to you by 
a man who might well speak in his own right, for he is a Canadian, 
formerly Deputy Commissioner of Labor for Canada, and both in 
Canada and in the labor movement in the United States he has been 
identified with important constructive achievements in this manpower 
problem. I hope that, in addition to reading Director MacNamara’s 
paper, he will, if he sees fit, supplement it with some observations 
of his own. It is my privilege to introduce Dr. Bryce Stewart. 
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